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IncontrasttotheattentiongiventoSoutheastAsiaincludingChina,Japanhas 
longneglectedlndiaasamaloreconomicpartner、However，Indianotonlyvigor‐
ouslyinitiateda``refbrmandopen-doorpolicy,,ｉｎｌ９９１，ｂｕｔｈａｓａｌｓｏｂｅｅｎｖｅｒｙｋｅｅｎ 
ｔｏｗｏｏＪａｐanesecapitalandtechnologyinordertopromoteindustrialdevelopment・
YetIndiaisneitheramajorJapanesetradingpartner,norisittodayanattractivehost 
countryfbrJapanesemvestors・IndiaseemstobesignificantfbrJapanprimarilyas
arecipientofofficialdevelopmentassistance(ODA)． 
Inthispaperlwillinvestigatethemamreasonsfbrthislopsideddevelopmentof 
economicrelationsbetweenJapanandlndia、Inchapterllwillbeginbyfbcusingon
lndia，sneweconomicpolicy（NEP）whichwaslaunchedinl991、Theninchapter
Z1willpresentabriefoutlineofJapaneseeconomicrelationswithlndiainthefields 
oftrade,ＦＤI,ａｎｄＯＤＡ・Finallyinchapter31willdiscusssomecharacteristicsof
thelndianpoliticaleconomicsystemsandhowJapaneseassessthem． 
1．ＴｈｅＮｅｗＥｃｏｎｏｍｉｃＰｏｌｉｃｙ 
l-1From``ABackwardCenter，，ｔｏ“AProgressivePeriphery,, 
StartinginJulyl9911ndiahaslaunchedasystematiceconomicrefbrmwiththe 
majoraimofopenmgupthecountrytofbreigncapitaLIndiawastenyearsbehind 
Chinainchangingtoa``refbrmandopen-doorpolicy，,ａｎｄｃｈｏｓｅｔｈｉｓｐａｔｈａｓａｍｅａｎｓ 
tojoininthetidalwaveofAsianeconomicdynamism 
Thecentralpillarofeconomicmanagementofthelndiangovernmenthasdra‐ 
maticallychangedunderthechangingintemationalenvironment，Ｏｎｔｈｅｏｎｅｈａｎｄ， 
thesocialisteconomiesoftheSovietandtheEastEuropeancountriesbrokedown， 
aｎｄｏｎｔｈｅｏtherhandadynamicAsianeconomiczoneemerged，includingChina・
Giventhischangetherewasnooptionfbrlndiabuttoliberalizeandopenupthe 
country・Thismeanslndiahadtochangeitsprincipleofeconomicmanagementfrom
``remalnmgabackwardcenter,,ｔｏ``becomingaprogressiveperiphery.” 
Ｔheneweconomicpolicy(NEP)oftheRaogovernment,whichstartedinJuly 
l991,fbllowedfairlymithfnllythestructuraladjuStmentprogramsrecomｍｅｎｄｅｄｂｙ 
ｔｈｅｌＭＦａｎｄｔｈｅＷｏｒｌｄＢａｎｋ・Itincluded``economicstabilization,'ｃｕｍ“deregula-
tion,,,“liberalization,,，``privatization,，ａｎｄ``globalization,,,basedontheideasofneo-
classicaleconomics 
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However,theNEPwasnotanexactreplicaofthestructuraladjustmentpro‐ 
ｇｒａｍｓｏｆｔｈｅｌＭＦａｎｄｔｈｅＷｏｒｌｄＢａｎｋ,ｉｎｔｅｒｍｓｏｆｉｔｓｓｐｅｅｄ，sequence，ａｎｄextent・
WhatisimportanttonoteinthisregａｒｄｉｓｔｈａｔｔｈｅＮＥＰｗａｓｅｘｅｃｕｔｅｄａｓａｎautono-
mousresponsebytheIndia、government・Andbecausethegovernment,ｓｃｏｍｍｉｔ‐
menttorefbrmwasveryclear，Indiawasabletoachievehighcredibilityin 
internationalsociety．’、particular，thelndiangovernmentwasabletoskillfnlly
navigatethefIrsttwoyearsofdemandmanagementphase,called“economicstabiliza‐ 
tion.，, 
１－２６`ＬｏｏｋＥａＳｔ，，Policy，IndianStyle 
UndertheRaogovernment,India，sfbreignpolicyhasalsochangeddramatically・
IndiahastriedvigorouslytogainaｃｃｅｓｓｔｏＡＰＥＣａｓｗｅｌｌａｓＡＳＥＡＮ・ＴｈｅＥｍ"ｏｍｊｃ
Ｓ"rPeyI995-96isanepochmakingdocumentinthesensethatinitlndiadeclaredits 
own"LookEast，,policy（Ｇ01,1996,ppl4-15)．Thedocumentreads： 
（ａ）IndiamustlearnfromtheexperienceofEastAsia,whichwasabletoattaina 
healthymacro-economicbalanceasweUastomaintainhighproductionandemploy-
ment，India，ssavingsratehasbeencomparabletothoseinthehighperfbrmingEast 
AsianeconomiesButlndia'spublicsavingshavebeenmuchlowerthanthoseofthe 
EastAsianeconomieshave，Hence,ｉｔｉｓｎｅｃｅｓｓａｒｙｔｏｃｕｔｂａｃｋｏｎｔｈｅGovernment,s 
revenueandfiscaldeficitssignificantlyandcontinuously． 
（ｂ）India，sfUtureeconomicdevelopmentdependsonthesupplyofanadequate 
andreliableeconomicinfTastructureatareasonablecost・Unlessthereareimprove‐
mentsintheinfrastructure,therecentgrowthofagriculture,industryandexportswill 
beatriskandtheprospectsfbrmorerapiddevelopmentelusive・Theoldpublic
monopoliesinthefIeｌｄｓｏｆｐｏｗｅｒ,telecommunications,portandroads,cannolonger 
copewiththerapidlyexpandingｄｅｍａｎｄfbrhighqualityinfrastructure，Thus,itis 
necessarytofacilitatetheentryofprivatecorporations・Forthispurpose，institu‐
tionalstructures,andespeciallylong-termfinancialinstitutions,shouldbedeveloped． 
（ｃ）Greateraccessanduseoffbreigninvestmentwillbenecessaryfbrpromoting 
highergrowthofoutput,exportsandemployment・FDIisoneofthemostimportant
ingredientsoftheEastAsianmiracle、ＩｔｉｓｔｈｅｍｏｓｔｅｆＴｅｃｔｉｖｅａｎｄｒａｐｉｄｍｅthodfbr
achievingtechnologytransfersandtheefTectivepromotionofcomparativeadvantage 
throughexports・Forlndiatoattainseventoninepercentgrowthratesoverthenext
twodecades,itwillbenecessarytoencourageFDItolevelscomparabletoChina,ｓ 
＄３０billionormoreperyear． 
（ｄ）TheexperienceoftheEastAsianeconomiesshowsthatthebestwaytoreduce 
unemploymentandpovertyistoensuresustained,rapideconomicgrowthLabor-
intensivegrowthpatternsaremorebeneHcialinpromotingemployment，India，s 
laborisamongthemostcompetitiveinthedevelopingwoddAsChina,sexperience 
shows,arapidexpansionoflabor-intensiveexportscanbeanimportantsourceofnew 
productivejobaThus,itisnecessarytooverhaulthecurrentlaborlegislation,which 
discouragesemploymentintheorganizedsector・Smallandmediumenterpriseshave
amalorroletoplaymthisprocess， 
ThesearethelessonsthattheIndianGovernmenthasdrawnfromtheEastAsian 
Miraclecountries,includingChina:theexpansionofpublicsectorsavings，ａｎａｄｅ‐ 
quatesupplyofinfrastructure,positiveacceptanceoffbreigndirectinvestment，and 
massiveexportsoflabor-intensiveindustrialgoods、TheDeveGowdaUnitedFront
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GovernmentaswellastheVajipayeeBJPgovernmentthatsucceededtheRaoCon‐ 
gressgovemmentseemtohavethesameideas,althoughtherearesomedifferencesin 
nuance，TheBJPgovernmentisalsostressingtheimportanceofthesupplyofeco‐ 
nomicinfmstructurebytheprivateSector，themaintenanceofagrowthpathby 
encouragingFDLandtheaccumulationoffbreignexchangereservesthroughthe 
exportoflabor-intensiveindustrialgoods、
Thisrepresentsanlndianinterpretationofthe“EastAsianMiracle・''０neofthe
centralissuesintheWorldBank,ｓｒｅｐｏｒｔｏｎｔｈｅ“EastAsianMiracle”ｗａｓｔｈaｔｒｅ‐ 
gardingtherelevanceofindustrialpoliciesinthesecountriesandontheimportance 
ofthe``market-friendlyapproach,，（WorldBank,1993)．Indianofficialdocuments 
donotreｆｂｒｔｏｔｈｉｓｉｓｓｕｅａｔａｌＬＡｎｄｔｈｉｓｉｓａｒeticencewhichflavorstheIndianstyle 
"ＬｏｏｋEast,,policy． 
1-3ＥｃｏｎｏｍｉｃＰｅｒｆｂｒｍａｎｃｅｕｎｄｅｒｔｈｅＮｅｗEconomicPolicy 
lndia，seconomicgrowthratefbrthefiveyearssincel992/g3wasremarkable 
Itwas52percentinl992/93,6.2percentinl993/94,7.8percentinl994/95,7.4 
percentinl995/96,and7.7percentinl996/97.TheaveragegrowthrateofthesefWe 
yearsｗａｓ６．８percent，ｗｈｉｃｈｗａｓｎｏｔｏｎｌｙｆａｒｈｉｇｈｅｒｔｈａｎｔｈe56percenttarget 
growthrateofthｅＥｉｇｈｔｈＦｉｖｅＹｅａｒＰｌａｎｂｕｔａｌｓｏｔｈｅｈighestrecordedgrowthrate 
inIndianhistory、However,inl997/g8itsloweddownto50percent,andthepros-
pectfOrl998/９９doesnotappeartobesobright(Tableｌ)． 
Themacroeconomic-balancehasaIsoimprovedThegrossdomesticsavingsrate 
asapercentofGDPincreasedtoarecordlevelof256percentinl994/，ｓａｎｄhas 
maintainedthatleveluptol996/97．Thefixedgrosscapitalfbrmationrateasa 
percentofGDPalsoincreasedto269percentinl996/９７andfnrtherｔｏ２７．１percent 
inl995/９６and２７．３percentinl996/97．Thesavings-investmentgapimprovedcon-
TablelEconomicGrowthRate（％） 
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siderablycomparedwiththepre-NEPperiod、ＩｔｗａｓａｒｏｕｎｄｔｗｏｔｏｔｈｒｅｅｐｅＩｃｅｎｔof
GNPinthelatel980s,buthasdecreasedsincel991/9２（Table２)． 
Ifwedisaggregategrossdomesticsavingsintothehouseholdsector，private 
corporatesectorandpublicsector,althoughthesavingsrateofthehouseholdsector 
continuestobedominant,anoteworthynewtrendhasemerged:ｔｈｅsavingsrateof 
theprivatecorporatesectoraspercentofGDPhasincreasedconspicuously,from３．５ 
percentto42percentsincel993/94．Ontheotherhand,however,thatofpublic 
sectorhasremainedflat(Table３)． 
Anothernoteworthynewtrendisamajorchangeinthecompositionofdomestic 
capitalfbrmation、WhilethegrossHxedcapitalfbrmationoftheprivatesectorasa
percentageofGDPhasincreasedfi｢oｍ９．８percentinl986/８７ｔｏ16.8percentm 
l996/97,thatofthepublicsectorhasdecreasedfiPomlL4percentinl986/８７ｔｏ７．２ 
percentinl996/9７（Table４)．ThistrendhasacceleratedundertheNEE 
Indiaexperiencedarelativelyhighgrowthphaseduringthelatteｒｈａｌｆｏｆｔｈｅ 
ｌ９８０ｓｃｏｍｐａｒｅｄｎｏｔｏｎｌｙwiththeratesofpreviousperiods,butalsocomparedwith 
Table2GrDssDomesticSHwingsandGrossFixedCapitalFomlation 
（AspercentofGDPatcurrentmarketprice,％） 
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Table3CompositionofGrossDomesticSavingB 
（AspercentageofGDP,％） 
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Table4CompositionofGrossFixedCapitalFmmation 
（AspercentageofGDP,％） 
PublicSector PrivateSector Total 
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growthratesinLatinAmericanandAfricandevelopingcountries・Theserelatively
highgrowthrateswerebroughtaboutbymassivepublicsectorinvestment・This
public-sector-investment-1edgrowthinturndependedonsubstantialborrowingsfiPom 
abroadaswellasfromthedomesticmarket・Ａｓａｒesult,hugebudgetarydeficitsand
externaldebtsaccumulated、Inspiteoftherelativelyhighgrowth，macroeconomic
imbalanceswereaggravated,resultinginthepoliticalandeconｏｍｉｃｃｒｉｓｉｓｏｆｌ９９Ｌ 
ＴｈｅｒｅｃｏｖｅｒｙｏｆｇrowthmomentumandthecontinuoushｉｇｈｇｒｏｗｔｈｕｎｄｅｒｔｈｅＮＥＰ 
ｈａｓｂｅｅｎｄｉｆferentincharacterfromthatofthepre-NEPperiod・Themaindriving
fbrceofthehighgrｏｗｔｈｕｎｄｅｒｔｈｅＮＥＰｈａｓｂｅｅｎｎｏｔｐｕｂｌｉcsectorinvestmentbut 
ratherprivatesectorinvestment、
nwasthesatisfactorygrowthintheindustrialsector，especiallythatofthe 
manufacturingsector,whichbroughtthishighgrｏｗｔｈｐｈａｓｅｕｎｄｅｒｔｈｅＮＥＰ、Look‐
ingatthegrowthratesfbrindustrialproductionbyuse-basedclassifIcation，ｗｅｄｉｓ‐ 
coverthatconsumerdurablesandcapitalgoodswercthetwoleadingsectorsthat 
broughthighindustrialgrowthundertheNEP・Thispattemofindustrialgrowthis
exactlythesameasthatfbrthelatel980s(Table５)． 
ForeigncapitalinHowshavedramaticallyincreased・Actualfbreigncapital
Table5GrowthRatesoflndustrialPmductionbyUse-basedCIassification（％） 
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Table6ForeignlnvestmentFIowsbyCategory 
(ＵＳ＄miUion） 
1991/９２１１９９２/9３ 1993/9４ 1994/9511994/9５ 1995/9６ 弾鳶隙 2,133 １PortlblnG 3,8241２，７４８，3,312 4,13315,138 4,881 
Sourc:ＧＯＩ,Ｅ、"0ｍに助rv2yノ99征98,ｐ､87.
inHowswereameagerUS＄l33millionml991/92,butincreasedtoUS＄４.Zbillion 
inl993/94,ＵＳ＄５．１billioninl994/95,ＵＳ＄４．９billioninl996/97,ＵＳ＄６.Ｏｂｉｌ‐ 
Iioninl996/97,andUS＄4.8billioninl997/g8Froml993/94tol996/g7portfblio 
investmentswerethedominantfbrmofcapitalinflows、Howeverdirectinvestment
hasalsodoubledeveryyearsincel991/92,anditcrossedtheUS＄Zbillionthreshold 
inl995/９６(Table６)． 
Asisevidentfromthebriefoutlinegivenabove,India,seconomicperfblmance 
duringthefiveyearsundertheNEPwasextremelygood、Inspiteofthisfact,ｈｏｗ‐
ever，theCongressPartyledbyMr、Raowasdevastatedintheeleventhgeneral
electionheldinAprilandMayl996・Ｗｈｙ？
Duringthiselection，ｆbrrightorwrong，economicliberalizationwasnotthe 
pointofcontentionEveryparty，althoughthereweresomediffbrenceinnuance， 
recognizedthenecessityofliberalization、ThehumiliatingdefbatoftheCongress
Partywaspartlycausedbycorruptionthat,itwassuspected,involvedPrimeMinｉｓｔｅｒ 
ＲａｏｈｉｍｓｅｌｆａｎｄｐａｒｔｌｙｂｙｔｈｅｅndofthecharismaticpoliticsoftheNehrufnmily・
Thechargethateconomicliberalizationhadbroughtaboutwideningeconomicgaps 
alSoafYbctedtheresultsoftheelection 
However,thereisstillalackofsolidacademicinvestigationsonwhetherthenew 
economicpolicysinceJulyl991haveinfactresultedinwideningincomegapsamong 
people、Atpresent,wedon，thaveenoughavailabledatatojudgeonthisissue・Thus
farwehavestudiesofTendulkar＆Jain［1995］ａｎｄＧｕｐｔａ［1995］onthedistribu‐ 
tionaloutcomesoftheliberalizationpolicy，Bothstudiesusehouseholdconsumption 
dataoftheNSSfbrtheperiodsofJuly-Decemberl991orJanuary-Decemberl992 
Tendulkar＆Jainconcludedthattheeconomicrefbrm-relateddecisionscontributed 
indirectlyratherthanbeingasoleormajorcause,tothesharpaccelerationofrural 
poverty，Guptareachedasimilarconclusion,ｎａｍｅlythatthesocialcostsofrefbrm， 
whileprobablybeinglowcomparedtothoseinmanyotherdevelopingcountries， 
wereneverthelesshighenoughtodemandacorrectivecourse・
Withregardtotrendsinregionalinequalities,Das＆Barua［1996］conducteda 
study・Theirstudyexaminedthepatternofregionalinequalitiesinlndiaduring
l970-92,andtheiranalysisshowsthatinter-stateinequalitiesarewideninginIndiain 
almosteverysphereofeconomicactivity,particularlyinunorganizedindustry・Ｂｕｔ
ｗｅｄｏｎ，tknowwhetherthesetrendsaretheresultsoftheneweconomicpolicysince 
l991． 
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2．TheJapaneseResponsetotheNewEconomicPolicy 
2-1G`Japan,sSignifHcancefbrlndia,,ａｎｄ“India，sSigni通cancefbr
Japan,，ｉｎＴｅｒｌｎＳｏｆＴｒａｄｅ 
ＡｓｓｈｏｗｎｂｙＴａｂｌｅ７,India,sexportstoJapanincreasedfromRs、５９８croresin
l980/８１tＯＲＳ、7,411inl995/96,i､e､,ａ12.4-fbldincreaseinl5years・Japan，sshare
intotalexportsfromlndiajumpedfrom88percentinl984/８５ｔｏ10.7percentin l985/８６andmaintainedaleveloverlOpercentuptol988/89．Butitssharebegan 
todeclinesharplyfroml989/90．Theshareinl996/g7wasjust60pe１℃ent、Onthe
otherhand,India，SimportsfromJapanincreasedfiFomRs、７４９inl980/８１tORS、８，
２５４croresinl995/96,i､e､,anll-fbldincreaseinl5years・ItisratherdifYIculttofTnd
anystabIetrendinJapan,sshareintotallndianimportsduriｎｇｔｈｅｌ９８０ｓａｎｄｌ９９０ａ Ｆｒｏｍｌ９８６/８７tol989/90,theJapanesesharejumpedfiPomthe8percenttol3per-
centrange,ｂｕｔｉｎｏｔｈｅｒyearsitremainedstagnantataround6percentto7percent・ThismeanswecannotseeanydiscerniblenewtrendneitherintermsofexportsfiPom 
IndiatoJapanorimportｓｆｒｏｍＪａｐａｎｔｏＩｎｄｉａｄｕｒｉｎｇｔｈｅＮＥＰｐｅｒｉｏｄＴｈｅＮＥＰｈａｓ 
ｈａｄｎｏｐｏｓｉｔｉｖｅｉｍｐａｃｔａｔａｌｌｏｎｅｘｐｏｒｔｓｆＴｏｍｌｎｄｉａｔｏJapan・
WecandeducethesametrendshomthestatisticsontheJapaneseside（Table 8)．India，sshareintotalJapaneseexportsdeclinedfiPomLOpercentinl986to0.5 
percentinl997・Ｏｎｔｈｅｏｔｈｅｒｈａｎｄ,India,sshareintotalJapaneseimportsstagnatedatalowlevelofaroundO8peｒｃｅｎｔｔｏｌ・Opercentduringthel980sandl990s・
Tables9andlOshowthechangingdirectionoflndia，stradefromalonger-term perspective・ThemostconspicuouschangeisthefactthattheshareofEastern
Europeinbothtotalexportsandimportshasdeclinedsharplysincel992・Thisisof
coursearesultofthecollapseofthesocialistsystemsinthosecountries、Howwasthe
lossofthesemarketscompensatedfbr？Therewasanincreaseintheshareofexports 
Table7Japan，sShareinlndia，sExportgandlmports（Rs,ｃｍｒｅ） 
ＨＰ 
、[ａｌｌＪａｎ２
3０６１６９０（８．８ 6０８１８８７（６ 
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】ｆ
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Table81ndia,sShareinJapaneseExportsandImports 
(ＵＳ＄million） 
弓二F、Ｉ Exports lmpo｢tｓ TradeBalance Total Total India（％） India（％） Total 
(1.0） 
(1.0） 
(０８） 
(07） 
(0.6） 
(0.5） 
(0.6） 
(0.5） 
1,122（0.9） 
1,297（1.0） 
1,804（1.0） 
1,978（0.9） 
2,075（0.9） 
2,190（0.9） 
2,849（OB） 
2,661（0.8） 
1982 
1986 
1988 
1989 
1990 
1991 
1996 
199７ 
138,831 
209,151 
264,917 
275,175 
286,948 
314,525 
410,872 
420,896 
1,408 
2,009 
2,082 
2,018 
1,708 
1,523 
2,435 
2,208 
131,931 
126,408 
187,354 
210,847 
234,799 
236,737 
349,124 
338,705 
6,900 
82,743 
77,563 
64,328 
52,149 
77,789 
61,748 
82.191 
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、ｍｅ（variousyears）肱temqljo"αノSources:GOJ,MIT1,Ｗ'ｈ打ePbperon
(％） TabIe9Directionoflndia，STrade:Exports 
１９８０８１ １９９０９１ １９９２９３ １９７０７１ １９９５９６ 1996/9７ 
46.6 
21.6 
1Ｌ１ 
8.9 
11.1 
22.0 
19.2 
５．２ 
１３．４ 
５
５
７
３
６
９
８
１
３
 
●
●
●
■
●
●
●
●
●
 
３
７
４
９
５
７
６
２
４
 
５
２
１
 
１
１
１
 
５
３
０
７
６
４
８
７
４
 
●
Ｃ
Ｄ
●
●
■
白
●
●
０
８
９
７
９
４
０
２
７
 
６
２
１
 
２
１
 
７
５
４
０
７
８
７
４
３
 
●
●
●
●
●
●
■
●
●
 
５
６
７
７
９
３
５
３
１
 
５
２
１
 
２
２
 
７
０
８
０
７
９
９
９
７
 
の
●
■
●
●
●
●
●
●
５
５
９
６
９
２
６
２
２
 
５
２
１
 
２
２
 
５０，１ 
１８．４ 
１３．５ 
１３．３ 
６．４ 
21.0 
１９．８ 
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１０．８ 
１０００ 
1． ＯＥＣＤ 
(a）ＥＵ 
(b）ＵＳＡ 
(Ｃ）Japan 
OPEC 
EasternEurope 
OtherLDＣｓ 
(a）Ａｆｒｉｃａ 
(b）Ａｓｉａ 
Total 
Ｂ
●
●
 
（一ロ〃』へロ、．》●二ｍ一○
100 1０００1100.0’１０００ 100.0 
Source8GOI,Ｅ、"0ｍに鋤､ノヅノ99外,8,P.S-90.
TablelODirectionoflndia，sTrade:Imports（％） 
1992/9311995/9６ 1996/9７ 
４９．２ 
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１００ 100.0 100 100.0 
SouTe:ＧＯＩ,Ebo"､、庇SUU､'2ｙＪ,９７－躯ｐ､S-91.
oftheOECDcountriesand,evenmoresigmficantly,oftheAsiandevelopingcoun-
tries・TheshareofAsiandevelopingcountriesinlndia，stotalexportsincreasedfi｢om
l43percentinl990/g1to227percentml996/97．Thus,thefallinJapan,ssharein 
totalexportsfromlndiaisreallyanexceptionTheshareｗａｓ１３．３percentin 
l970/71,buthasbeendecliningsincethen・Thetrendoflndia,simportsissimilarto
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TablellCompositionofJapanesennportsfromlndia 
（ＵＳ＄thousands） 
1990（％） 1997（％） 
Ⅱ】 ､ｈ【］u［１，【】
[】５（］６－ｆ 12.ｈ勺［
ｍ【】 ｌＤ４Ｉ１４－ｑ 
９６１８９４（４６& 
、_44坐ｌｂ－Ｇ
ｒ、 ｕｑ扣打「工巴
】１ ｂＺ（］(］ 
SouI℃e:MITI,miiFePbpFro〃Ji2temqjioPm！”pde（whriousyears)．
thatofexports，althoughthechangehasnotbeensodramatic、Inaddition，itis
OPECthathassubstantiallymcreaseditsshareintotalimportsfromlndiasincethe 
latel970s・
ＩｔｉｓｓｈｏｃｋｉｎｇｔｏｎｏｔｅｔｈａｔｔｒａｄｅｒｅｌationsbetweenlndiaandJapanhavenot 
developedatallsincel992/93,andinfncthavegonebackward・
ＴｈｅｍａｉｎｆｂｕｒｉｍｐｏｒｔｉｔｅｍｓｆｉＰｏｍｌｎｄiatoJapanhaveremainedunchanged betweenl990andl997:ironore,diamonds,shrimps,andtextileproducts，although thesharesofthedifYbrentitemshavechanged(Tablell)．1,1990,thesharesofthe 
topfburimportitemswere:diamonds（30.3perCent),fbllowedbyironore（25.6 percent),shrimps（l28percent),andtextileproducts（6.6ｐｅ1℃ent)．Inl997the 
figureswere:shrimps(231percent),fbllowedbydiamonds（16.5percent),ironore (14.9ｐｅ1℃ent),andtextileproducts（11.7percent)． 
2-2FDI 
Variousquantitativeandqualitativedataconfirmbeyonddoubtthatlndiais 
verymuchamargmalplayerintheJapaneseFDIscene・AccordingtoaToyoKeizai
survey,ａｓｏｆＤｅｃｅｍｂｅｒｌ９９７，ａｔｏｔａｌｏｆｌ８,863Japanesecompanieswereoperating abroadwithmorethanlOpercentequityparticipation,ａndamongthese,9,462were 
operatinginAsia・ThenumberofJapanesecompaniesoperatinginlndiawasl38,sothattheirshareintotalnumberwasjust０．７percentofthetotal,andevenjusta triflingL5percentoftheAsiansubtotal（Tablel2)．However,India,sshareofthe 
totalincreasedslightlyinl991-g7periodtoLOpercent,comparedwiththeprevious periodfｉｇｕｒｅｏｆＯ５ｐｅｒｃｅｎｔ 
ＴａｂｌｅｌＺＮｕｍｂｅｒｏfJapaneseCompanies、 Tablel3Japa皿eseFDI,1951-96ｃｍnm･OpemtingAbroadlativeFYgures 
Ｔｏｔａ １９５１－９０ 1９９１－９７ 
7,624 
4,876 
Kｉ 
1.6 
Ｎｕｍｂｅｒ 
82,871 
26,825 
２６１ 
０．３ 
１．０ 
BillionYen 
310,808 
14,945 
１０８ 
０．０３ 
０．７ 
1．Total 
ZAsia 
3・India
4＝3/１（％） 
5＝3/２（％） 
18,863 
9,452 
１３８ 
０．７ 
１５ 
10,744 
4,370 
５５ 
０．５ 
Ｌ３ 
１．Total 
２．Ａｓｉａ 
３．India 
4＝3/１（％） 
5＝3/２（％） 
Source:ToyoKeizaiwdLZs『q/Jppa"GseCb”｡"』ａｓ● 
Ａ６ｍロゴＩ,”
Source:ＧＯＪ,ＭＯＦ． 
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Tablel41ndianForeignCollaborationsApproved-Countryｗｉｄｅ 
Numbers 
l-J猛iiTFa-r死７
Ｒａｃｒｏ頤ｓ
~FJII蔵Iri-Tﾜ訂Total［FC］ 
2,678［ｎ.a.］ 
2,698［182］ 
7,296［1,719］ 
６６６［194］ 
９５０［289］ 
1,520［692］ 
1,476［785〕
1,854［1,062］ 
2,337［1,355］ 
8,137［4,183］ 
2,303［1,559］ 
[n.a.〕（9.5）
［６］（8.8［3.3]） 
［９８］（9.5［5.7]） 
1960/61-69/70 
1970/71-79/80 
1980/81-89/９０ 
１９９０ 
１９９１ 
１９９２ 
１９９３ 
１９９４ 
１９９５ 
１９９１－９５ 
１９９６ 
254 
237 
696 
、.ａ，
５４ 
１，１５５ 
１３ 
５３４ 
3,888 
8,859 
14,187 
32,072 
59,540 
36,147 
、.ａ、
２（4.1） 
１０４（9.0） 
、.ａ、
５３ 
６１０ 
２５７ 
401 
1,514 
2,835（4.8） 
1,488（4.1） 
［７２］ 
［４５］ 
［２６］ 
［４５］ 
〔３４］
[222］（ 
[n.a.］ 
[2.7]） 
SouI℃e:Ｈ､Ｌ・Chandhok＆ThcPoIicyGroup,Ｉ"ｄｉｑＤａｌａｂ“c:ｍｅＥｂｏ"omybLMBooks:NcwDelhi,Vol.Z;Ministry
orIndustry,SJdjVFIusLe"“ 
lfwelookatthecumulativedatareportedbyJapan，sMinistryofFinance,hereagain 
weseethemarginalpositionofIndiaasadestinationfbrJapaneseFDI・Indiaishost
tojustO3percentofJapaneseFDIintermsofnumberofcompanles,anditsposition 
isalmostnegligible,ａｔ０.O3percent,ｉｎｔｅｒｍｓｏｆｉnvestment・
Accordingtolndiandata,ｔｈｅｔｏｔａｌａｍｏｕｎｔｏｆａｐｐｒｏｖｅｄＦＤＩｗａSRS､５４crores 
duringthel970s・Ｔｈｉｓｒｏｓｅｍｏｒｅｔｈａｎ２０－ｆｂｌｄｉｎｔｈｅｌ９８０ｓｔｏａｔｏｔａｌｏｆＲｓ、１，１５５
crores,andagainskyrocketedtoRs､95,687croresinl991-1996，Itisclearenough 
thatthesejumpsinFDIareduetolndia,seconomicliberalizationbeginninginl980 
ThenumberofcollaborationswithJapaneseflrmswas254duringthel960s(9.5 
percentofthetotal),Z37duringthel970s（8.8percentofthetotal),and696during 
thel980s（g5percentofthetotal)．Theamountofinvestmentwasmeager:Ｒｓ､Z 
croresduringthel970s（4.lpercentofthetotal),thoughthisfigurejumpedtoRs・
l04croresduringthel980s,４７timesthatofthel970s・TheJapaneseshareinlndia,s
totalinboundFDIalsomorethandoubled,ｔｏ９.Opercent,duringthel980s、
JapanｅｓｅＦＤＩｉｎＩｎｄｉａｄｕｒｉｎｇｔｈｅｌ９８０ｓｗａｓcenteredaroundtransportmachin‐ 
eryandrelatedfIelds・Thebestk､owncaseofasuccessfilllndia-Japanjointventure
isMarutiUdyogLtd（ＭＵＬ)，whichcommencedproductioninDecemberl982 
Encouragedbythiscase，Japaneseinvestorsenteredlndiavigoroｕｓｌｙｉｎｔｈｅｐｅｒｉｏｄ 
ｆｒｏｍｌ９８３ｔｏｌ９８７，investingintheproductionｏｆｆｂｕｒ－ｗｈｅｅｌｅｄａｓｗｅｌｌａｓｔｗｏ‐ 
wheeledvehicles,includinglightcommercialvehiclesandmotorcycles・Othernota-
blefieldsofJapaneseinvestmentduringthel980sincludedconsumerelectronics 
especiallycolorTVtubes,videocassette-recordersandelectricricecookers・
AseconomicliberalizationmovedintofilllerswingundertheRaogovernment， 
directinvestmentbyJapanesefirmsintolndiainitiallybecamemoreactive、Some
leadingJapanesecompaniesextendedtheirinvestmentpathstowardslndia・Ａｓａｈｉ
Ｇ１ａｓｓｔｉｅｄｕｐｗｉｔｈＴａｔａｓｔｏｍａｎuftlcturehighqualityfloatglass，whichhaswide 
applicationsinautomotiveandconstructionindustries・FUjitsubegantomanufacture
PBXtelephoneswitchboardsincollaborationwithPunjabNationalElectronicsCor‐ 
poration,whileNipponCementstartedtomanufacturespecialsteelincollaboration 
withAssociatedCement・Fanacnowmanufacturesnumericallycontrolledmachines
incollaboraｔｉｏｎｗｉｔｈＶｏｌｔａｓａｎｄＩＧＥ，ａｎｄItochubuildsoilrefineryfacilitiｅｓｉｎ 
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Tablel5TopFivelnvestorCountrieｓｉｎ 
ｌｎｄｉａ：19,1．Aprillg97 
Ｔａｂｌｅｌ６ＮｕｍｂｅｒａｎｄＡｍｏｕｎｔｏｆ 
ＪａｐａｎｅｓｅＦＤＩ：1981-96 ％｜麺Ｒｓ・crores
3q558 
Numbers 
6,589 
5,863 
Billionyen 
9,034 
8,353 
5,682 
4,431 
４，１５１ 
４，２８１ 
4,957 
5,409 
1．ＵＳＡ 1１８１ 
１９９０ 2．ＵＫ 
３，Mauritius 
4・ＫＣ妃ａ
5．Japan 
＊ＮＲＩ 
ＴｏｔａＩ 
7,854 
5,765 
５，４１２ 
4,842 
5,446 
118,107 
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９
６
１
６
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０
●
●
●
 
６
４
４
４
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1９９１ 
１９９２ 
１９９３ 
１９９４ 
１９９５ 
１９９６ 
4,564 
3,741 
3,488 
2,478 
2,863 
2,5０１ 100.0 
Soume:ＧＯＩ，Miluistryoflndustry,SmjVeIuMe"“ 
Mayl99Z SouTc:ＧＯＪ，MOF 
collaborationwithRelianceIndustries,ａｎｄｓｏｏｎ 
Ｈｏｗｅｖｅｒ,inspiteoftheJapanesefirms，highpromeinIndiaandtheirinvest‐ 
mentspurt，theystillappeartoberatherreluctanttoinvestinlndia，andareftlr 
behindUSfirms（Tablel5lThetotalamountofJapaneseinvestmentduringthe 
periodfｒｏｍｌ９９１ｔｏｌ９９６ｗａｓＲｓ､4,323crores,ｗｈｉｃｈｉｓｍｏｒｅｔｈａｎ４０ｔｉｍｅｓｔｈａｔｏｆ 
ｔｈｅｌ９８０ｓ,buttheshareofJapaneseinvestmentsubstantiallydecreasedduringthis 
period,ｆｉ｢om90percentduringthel980s，ｔｏ４．５percent・Ｔｈｅｄａｔａｇｉｖｅｔｈｅｃlear
messagethattherehasbeenanetpullback,oratleastasluggishnessonthepartof 
JapaneseinvestorsintheageofthelndianNEP、Ｏｎｅｏｆｔｈｅｒｅａｓｏｎｓｆｂｒｔｈｅｒｅｌｕｃ‐
tanceis,withoutdoubt,ｔｈｅｅｎｄｏｆｔｈｅＪａｐａｎｅｓｅ“bubbleeconomy”inl99LTotal 
JapaneseFDIhasdecreasedsharplysincel990,iｎｔｅｒｍｓｏfbothnumberandamount 
invested（Tablel6)． 
ThetotalvalueofexportsfromIndiatoJapanduringtheperiodfroml980/８１ 
tol996/９７wasRs､50,542crores,whilelndia，simportsfiPomJapanduringthesame 
periodamountedtoRs、54,693crores・ThecumulativeamountofJapaneseODA
sanctioneddurmgthesameperiodｗａｓＲｓ､29,OO3crores，Bycontrast,thecumulative 
amountofJapaneseFDIapprovedinIndiaduringthesameｐｅｒｉｏｄｗａｓａｍｅｒｅＲｓ、
4,427crores,aHgurewhichaccountsfbronly88percentoflndianexportstoJapan， 
8.1percentoflndia,ｓｉｍｐｏｒｔｓｆｉ｢omJapan，ａｎｄ１５．２percentofJapaneseODAto 
lndia・Relativetotheimpactofthisbilateraltradeandaid,theroleofJapaneseFDI
inlndiahasbeenlimited（Murty,1993;Esho,1996)． 
２－３ＯＤＡ 
InstrikingcontrasttothedisappointingJapaneseresponsetoIndia,ｓＮＥＰｉｎ 
ｔｅｌｍｓｏｆｔｒａｄｅａｎｄＦＤＩ,JapaneseODAhasrisenimmenselysincel990/91．ＡＩ‐ 
thoughJapanwasalreadythetopbilateraldonorcountlytolndiasincel986,during 
thelatterhalfofl980sJapa､，sODAshareintotalODAauthorizedbylndiawasstiU 
just7､６percent、Butinl990/91,itsshareintotalODAjumpedto2LOpercentand
maintamedthatleveluptol992/93,whenitjumpedagamtomorethan30percent 
ofthetotalfbrthethreeyearsfToml993/９４tol995/9６（Tablel7)． 
Fromthemid-1980s,Ｉｎｄｉａｈａｓｒａｎｋｅｄａｍｏｎｇｔｈｅｔｏｐｆｌｖｅｒecipientcountriesof 
JapaneseODA1oans・Inl9931ndiarankedfifth,inl994second,andinl995fburth
(Tablel8)． 
１，１９８４，JapanesePrimeMinisterNakasonevisitedlndia,thefirstpremiertodo 
soin23years・Ｉｎｌ９８５,whenlndianPrimeMinisterRajivGandhivisitedJapan，
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Ｔａｂｌｅｌ７AuthorizationofExternalAssistaｎｃｅｔｏＵｍｌｉｍ 
（Rs・crores）
Japan（％） Total 
1980/81-1984/85 
1985/86-1989/90 
1990/91 
1991/92 
1992/93 
1993/94 
1994/95 
1995/96 
1196/9７ 
（5.7） 
（7.6） 
(21.0） 
(21.1） 
(20.2） 
(30.9） 
(30.3） 
(38.4） 
(25.1） 
16,761 
44,971 
8,123 
12,708 
14,094 
14,034 
13,460 
12,163 
17,141 
９４７ 
3,424 
1,703 
2,677 
2,844 
4,343 
4,080 
4,676 
4.310 
Somce:ＧＯＩ,Ｅ、"omjCSIJrvey（variousyears)．
Tablel8TopFiveRecipientsofJapanｅｓｅＯＤＡ 
(ＵＳ＄Million） 
1993 1994 1９９５ 
(16.5） 
(14.1） 
（9.3） 
（4.3） 
（3.6） 
1,479（15.3） 
８８７（9.2） 
８８６（9.2） 
５９２（6.1） 
３８２（3.9） 
China 
lndonesia 
Phinppines 
TbaiInnd 
lndia 
ｍ 
ｌ
２
３
４
５
 
ｏ
 
Ｔ
 
1,351 
1,149 
７５８ 
３５０ 
２９６ 
China 
lndia 
lndonesia 
Philippines 
Ｔｈａｉｌａｎｄ 
1,380（13.1） 
８９２（8.4） 
６６７（6.3） 
５０６（4.8） 
４１６（3.9） 
China 
lndonesia 
Thailzmd 
India 
PhiIippines 
lO,557 8,164（100.0） 9,680（100.0） (100 O） 
sour℃e:GOJ:MimstryofForeignAlYniIs,JP1iilePbper0"JbpQ"ＧｓＥＯＤＡノ，,。
JapaneseODAtolndianearlydoubledfromthe30billionyenlevel・Andthenin
l990,whenJapanesePrimeMinisterKaifmvisitedfburSouthAsiancountries,includ‐ 
inglndia，hestressedthepromotionofpoliticalandeconomicdialogue，cultural 
exchangeandcooperation,andthestrengtheningofODＡ,andpledgedtosupplylOO 
bUlioninyenloanstolndia・Andinl991,whenlndiafacedandexternaldebtcrisis，
theJapanesegovemmentsuppliedUS＄600ｍillionasacontingencyBOPsupport、
Thelndiangovemment,sattitudetowardJapaneseODAhasundergoneamaJor 
changefromthattiｍｅ・
ＩｆｗｅｌｏｏｋａｔｔｈｅcompositionofJapaneseODAtolndia,therehashardlybeen 
anychangeovertime（Mishra,1997)．Morethan95percentofJapaneseODAto 
lndiawasinyenloansbothbefbrel990andafterl990・Theshareofgrantsremained
constaｎｔａｔｍｏｒｅｏｒｌｅｓｓ４ｐｅｒｃｅｎｔ，andtechnicalassistanceatlessthanlpercent 
Tablel9CompositionofJapaneseODAtoIndia 
OOOmillionye､） 
Loan（％） Grant（％） TＡ（％） Total（％） 
12,093（100.0） 
1,095 
1,173 
1,248 
1,304 
1,335 
18,246（100.0） 
11,518（95.3） 
1,066 
１，１１９ 
1,196 
1,258 
1,288 
17,445（95.6） 
493（4.1） 
２１ 
４３ 
４２ 
３４ 
３６ 
６６４（3.6） 
８１（0.7） 
８ 
１１ 
１０ 
１２ 
１１ 
１３７（0.8） 
1956-1990 
1991 
1992 
19,３ 
１９９４ 
１９９５ 
１９９１－１９９５ 
Source:GOJ:MinistryofFo妃ignAlTtIirs,miile〃Iper0〃Jａｐａ"eseODAノpldL
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(Tablel9)．ThiscompositionisthusverydifferentfromthatofCanada,Denmark， 
Holland,Sweden,ＵＫ,ａｎｄＵＳＡ,whichismostlyinthefbrmofgrants． 
3．Ｉｚｎａｇｅｓｏｆｌｎｄｉａ,sPoliticalEconornyFra1meworkｓｉｎｔｈｅ 
ＪａｐａｎｅｓｅＥｙｅｓ 
ThethreemainpillarsoftheIndianpoliticaleconomicframeworkare:(a)India 
asamixedeconomysystem;（b）Indiaasademocraticnation;ａｎｄ（c）Indiaasa 
largebutpoorcountry・Thecombinationofthesethreefnctorsisveryunique，and
notcomparablewithothercountries， 
Ｉｎｔｈｅｌｉｇｈｔｏｆｔｈｉｓｆｒａｍｅｗｏｒｋ，ｗｅｆｉｎｄｔｈａｔｔｈｅｃｏｖｅｒａｇｅｏｆｔｈｅＮＥＰｏｒｔｈｅ 
"structuraladjustmentprograms"implementedsincel991havenotbeensocompre‐ 
hensive・ＴｈｅｏbjectiveoftheNEPhasbeenlimitedtoliberalizationofthemixed
economysystemthathadruledtheIndianeconomysincelndependence． 
３－１１ｎｄｉａａｓａＭｉｘｅｄＥｃｏｎｏｍｙＳｙｓｔｅｍ 
Ｔｈｅｅｃonomicsystemmaintainedbylndiasincelndependencewasaunique 
mixedeconomy,wherethepublicsectorwasbyfarpredominant:investmentpriori‐ 
tiesweredeterminedbyGovemmentplanningandthepublicsectorunitsoccupied 
keyindustrialareas・ＴｈｉｓuniquesystemwasfbrmedduringtheSecondFiVe-Year
P1an（1955-60）andThirdFive-YearPlan（1960-65)．Mahalanobisgrowthmodel 
gavethetheoreticalunderpinning，ＴｈｅlndianGovernmentpromotedimport‐ 
substitutionmdustrialization,andinparticularpromotedheavyandchemicalindus-
triesusingpublicsectorunits・Allthekeyindustrieswereentrustedtothepublic
sectorunits(Chakravarty,1987)． 
Inaddition,regulatoryindustrialpolicieswereimposedagainstprivatecompa-
nies・Ontheonehandprotectivepolicieswereadaptedtoenhanceindigenoustechno‐
logicalcapabilityandtoprotectindigenousHrmsfiPomthecompetitionoffbreign 
countries・Ｏｎｔｈｅｏｔｈｅｒｈａｎｄ，variouslicensesystemswereintroducedtoallocate
scarceresources・Itwasaneconomicsystemintendedtopromoteeconomicnationali-
zationthroughthequantityregime・Thissystemwhichinsulateditselffromthe
competitionoffbrei8mcapital,continuedmoreorlessupuntill991，althoughthere 
weresomemovementstowardliberalizationstartinginthelatel970s， 
Neo-classicaleconomistsmadeamajorcontributionbyextractingtheevilsofthe 
lndianmixedeconomysystem，AnneKruegercalledthisevil“competitiverent‐ 
seeking,,andJagdishBhagwatitermedit“directlyunproductiveprofit-seekingactivi‐ 
ties,，(Krueger,1974;Bhagwati,1982)．Enormoustimeandmoneywasspentgetting 
licensesfromtheGovernment，andvastresourceswerewasted・Insuchasociety，
therewasHercecompetitionfbrlicenses,butoncelicenseswereallocatedtherewas 
nomarketcompetitionMoreover，thecontinuationofprotectivepoliciesbred 
vanousvestedinterests，Ｔｈｅｒｅsultsofthesystemwerepoorqualityofgoodsand 
teChnologyandalossofinternationalcompetitivenessofIndianmanufacturing 
mdustries・
Lookingbackuponthetwenty-fnveyearsofeconomicperfbnnancesinceInde‐ 
pendence,Bhagwatiexplainedthatthemaincauseofeconomicstagnationwasnot 
"insufficientsavings,,but"thelowlevelofproductivity,,（seealsoAhluwalia,1985)． 
5１ 
lndia，sNewEconomicPolicyandthcJapancseRcsponsc 
Andhecontinuedthatthemaincausesoflowproductivitywelc:（１）extensivebu‐ 
reaucraticcontroloverproduction,investment,ａｎｄtrade;（２）inward-lookingtrade 
andfbreigninvestmentpolicies;ａｎｄ（３）asubstantialpublicsector，goingwell 
beyondtheconventionalconHnesofpublicutilitiesandinfmstructure（Bhagwati， 1993)． 
Theideas,whichhavesupportedtheIndiangovernment，seconomicrefbrmsince 
Junel991，arealmostidenticaltotheprescriptionsofBhagwatLThemaincontents 
ofeconomicrefbrm,ｉｎaccordancewithhisprescriptions,are:（１）theabolitionof 
excessivebureaucraticcontroloverproduction,investment,ａｎｄtrade;（２）liberaliza‐ 
tionofinward-lookingtradeandfbreigninvestmentpolicies;（３）refbrmofpublic 
sectorand/orpromotionofprivatization・AmongthesethreemainpiUarsofeco‐
nomicrefbrm,itistradeandfbreigncapitalliberalizationthathasmadethesteadiest 
progress、Ｏｎｔｈｅｏｔｈｅｒｈａｎｄ，therehasbeennosubstantialprogresssofaronthe
abolitionofexcessivebureaucraticinterventionsoradministrativerefbrm・There
havebeenmanydifferentfbrmsofpublicsectorrefbrmand/orpromotionofprivati‐ 
zation、BroadlytheycanclassiHedmtofbur:（１）theopeningtoprivatecompanies
ofindustrialHeldswhichhithertowerethesolepreserveofpublicsectorcompanies； 
(2)thereconstructionorclosingdownofsickpublicsectorunits;（３）thesellingof 
apartoftheequityofpublicsectorcompaniestothepublic;ａｎｄ(4)theexchangeof 
MOUsbetweentheGovemmentandpublicsectorcompaniestoenlargetheauton-
omyandenhancetheresponsibilityofpublicsectorcompanies・Amongthesefbur
categories,(1),(3),ａｎｄ（４）areprogressing,but（２）“thereconstructionorclosing 
downofsickpublicsectorunits,,ishardlyprogressingatalL 
Itisdifficulttoimagine，butmanyleadingJapanesebusinessmenbelievethat 
lndiawasandstillisasocialistcountry・ThisunfbundedbeliefamongJapanese
businessmenhasbeencreatedbythelong-live。"license-raj，，systemandclosednature
ofthelndianeconomy． 
３－２１ndiaasaDemocraticNation 
Parliamentarydemocracyasapoliticalsystemhasbeenrootedmlndiasince 
lndependence，Indiansoftentakeprideincallingthemselves“theworldlargest 
democraticcountry.,,ThispoliticalmilieuisclearlyverydiffbrentfiPomthoseofmost 
developingcountries,includingtheEastAsiannations・Inlndia,civiliancontrolhas
beenestablisｈｅｄａｎｄｔｈｅａｌｍｅｄｆｂｒｃｅｓｈａｖｅｎｅｖｅｒｉntervenedinpolitics・Thel998
generalelectionswerethel2thconsecutiveelectionbasedonpluralpartiesandgen‐ 
eralfranchise・
However,thefklctthatontheonehandtheEastＡsiancountriesincludingChina 
haveexperiencedremarkablegrowthratesundermoreorlessauthoritarianpolitical 
regimes,whereasontheotherhandIndia,underademocraticpoliticalregiｍｅ，has 
experiencedlongtermstagnation，castsnewquestionsontherelationshipbetween 
politicalregimeandeconomicgrowthAuthoritarianregimesseemtobeconducive 
toeconomicgrowth,whereasdemocraticregimesdonot・DeepakLalpresenteda
typicalargument、Ｈｅｓｔａｔｅｄｔｈａｔ“Acourageous,ruthlessandperhapsundemocratic
governmentisrequiredtorideroughshodoverthesenewly-createdspecialinterest 
groups，,（Lal,1983,Ｐ33)． 
Bhagwati，sargumentisanotherexample（Bhagwati，1995)．Afterexplaining 
that“thequalityofdemocracy,,decideｓ“thequalityofeconomicdevelopment,” 
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Bhagwatipresentedfburtypesofcombinationsofpoliticalregimesandmarkets・
Namely： 
（ａ）Democracywithmarkets:thesearetheWesterndemocracies;theyperfbrmed 
welluntiltheOPECcrisis;theyalsohavegenerallygoodsocialindicators． 
（ｂ）Democracywithoutmarkets:Indiaisapnmeexample;ithaddeplorableeco‐ 
nomicperfbrmanceandsocialindicatorsarealsounsatisfactory． 
（ｃ）Authoritarianrulewithmarkets:Chinainthelastdecade,andtheFarEastern 
countriessincethel960s・Theywereabletoquicklyremedypovertyandtheirsocial
indicatolsarｅｎｏｔｂａｄ． 
（。）Authoritarianmlewithoutmarkets:Thesea１℃thefbrmersocialistcountries・
Theyareabysmalfailures,ｂｏｔｈｉｎｔｅｒｍｓｏｆｇｒｏｗｔｈａｎｄｓｏｃｉａｌｉｎdicators・
Bhagwatithensuggestedthreebroadpropositions． 
（１）Whereneitherdemocracynormarketsfimction,theincentivestructurefbr 
productionandinnovationwillhavebeenweakenedsomuchastoimpairproductiv‐ 
ityandgrowth． 
（２）Marketscandelivergrowth,withorwithoutdemocracy． 
（３）DemocracywithoutmarketsisunlikelytodeliversigniHcantgrowth 
ThｅａｉｍｏｆＢｈａｇｗａｔｉ,sdiscussionwastocontrastIndia,ｓ“democracywithout 
markets”andEastAsia，ｓ``authoritarianismwithmarkets”ｏｒ“marketswithoutde‐ 
mocracy.,,Hefbundthatdemocracy,withitscivilandpoliticalrights,includingthe 
abilitytotravel,ｗｏｒｋａｎｄｂｅａｂｌｅｔｏｌｅａｍａｎｄｉｎｖｅｎｔａｂroad，hasbeenwellestab‐ 
lishedinlndia、Becauseofthis，theIndianelitehadtheadvantageofaccessto
modemeducationfbracentury,andwasextremelycapableandreceptiveofinnova-
tiveideasandtechnologiesfiPomtheoutside・However,theabilitytotranslatethose
ideasandknow-howintoeffectiveinnovationandproductiveeffIciencywasseriously 
handicappedbytherestrictionsthatplacedstraitjacketsoneconomicdecisionsatall 
levels・Bycontrast,despitetheirauthoritarianism,theEastAsianeconomiesproflted
immenselyfromthefturfreerinwarddiffUsionoftechnologythattheirsubstantially 
moreopenmarketspermittedandfncilitated・
HisassertionwasthatIndia,seconomyhasstagnatedsimplybecauseofthelack 
ofmarkets,whichcantransfbrmthebeneHtsofdemocracyintoeconomicdevelop‐ 
ment・Inotherwords,onlyifvariousregulationswere``liberalized,,,couldmarkets
workwellandthebeneHtsofdemocracyaretransfbrmedintoeconomicdevelopment． 
Isthistrue？AlthoughBhagwatihimselfpointedoutthatthereisacloserelationship 
betweenthequalityofdemocracyandthequalityofdevelopment，regrettablyhe 
ignoredhisownpointandproposedthatonceregulatorysystemswereliberalized,the 
marketswouldworkandthebottleneckstolndianeconomicdevelopmentwould 
disappear・AtHrstglancehisargumentappearstobepoliticaleconomicanalysis,ｂｕｔ
ｉｎｆａｃｔｉｔｄｅｐｅｎｄｓｏｎｔｈｅｖｅｒｙｓｉｍplelogicthatthepreconditionfbreconomicdevel-
opmentisthefUnctioningofthemarketmechanism・Herethereisnoinsightintothe
politicalsystemitself(seePrzeworski＆Limongi,1993)． 
ThepointwhichlwouldliketostresｓｈｅｒｅｉｓｔｈａｔｔｏｄａｙｉｎＪａｐａｎｍａｎｙｉｎＨuen-
tialscholarsinthefieldsofdevelopmenteconomicsorareastudiesbelievethat 
authoritarianregimesareanecessarypreconditionfbreconomicdevelopment，and 
thattheyaremuchmoreeH1cientthandemocraticpoliticalSystems、Inotherwords，
thesescholarsaremoreorlessthefbllowersofDeepakLalorBhagwati，Thatiswhy 
notonlyJapanesescholarsbutalsoJapaneseindustrialistｓｌｏｏｋｔｏｗａｒｄｌｎｄｉａｗｉｔｈ 
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doubtfUleyes・
AsBhagwaticlearlyrecognizes,theIndianparliamentarydemocracyisinfacta 
politicalsystem``ofelite,fbrelite,ａｎｄｂｙｅｌｉｔｅ.”“Thedominantcoalition，'hypothesis 
ofBardhan［1984］isoneofthebestguidestounderstandingthenatureofmterests 
amongdominanteliteclassesunderdemocracy・Bardhanindicatedthatthereare
threedominantproprietaryclassesinlndiansociety:theindustrialcapitalists,therich 
farmers，andtheprofbssionalsinthepublicsectorincludingwhite-collarWorkers・
Thesethreedominamclassesmakeupthetop20percentofthepopulatio､，ｔｈａｔｉｓ 
``themiddleclasses.,,Buttheinterestsofthesethreeproprietaryclassesarenotmutu‐ 
allyconsistent、Ｅａｃｈｃｌａｓｓｆｂｒｍｓａ“heterogeneouspressuregroup,，,andnoneis
individuallystrongenoughtodominatetheprocessofresourceallocation、Because
oftheexistenceofthesediverseinterestsamongthelooseanduneasycoalitionofthe 
dominantclasses,apublicpolicythatsatisfieseveryproprietaryclasshasdeveloped， 
Ｔｈｕｓ“anelaboratenetworkofpatronageandsubsidies,,wasembeddedinthepolicy‐ 
detelminedprocess,andcorruptionandblackmoneyhavespread・Ａｓａｒｅｓｕltofthis，
thepositivedevelopmentalfilnctionthattheGovernmentoughttohaveplayedwas 
impeded・ThisiswhatMyrdaloncecalled"asoftstate，，（Myrdal,1968)．
Butwiththedramaticchangesofeconomicpolicysincemid-1991，‘`theuneasy 
dominantcoalition”haschangedsomewhat・Ａｌifbstylesimilartothatofthemiddle
classeshaspermeatedamongtheproprietaryclassesthatbelongtothetop20percent 
ofnationalincome，Asaresultofthisconsumers,revolution，somesalientchanges 
haveappearedinrecentyears・Bardhan［1992］statedthat：
（１）Therichfarmershavestartedtodiversifytheirinvestmentsandtobranchout 
outsideagricultu唾intoprivatetradeandcommerce，realestate，transportandinto
smallandmedium-sizedindustry・ＴｈｅpowerfillfbrceofTVisalsofbrcingfHrmers
tobecomeclosertothelifestyleofurbandwellers． 
（２）Theindustrialclasshasalsobecomesomewhatdivel巴ifiedAwholerangeof
dynamicmedium-sizedindustrialcompanieshaveemerged，sometimesproviding 
intensecompetitiontoｔｈｏｓｅｐｅｒｃｈｅｄｉｎｔｈｅｔｏｐｆｅｗbigbusinesshouses、Increased
competitionhasinducedthenotionthattechnologicalupgradingisthekeytowin-
ningmarketcompetition、Ｔｈｕｓｏｎｔｈｅｉｓｓｕｅｏｆｏｐｅｎｉｎｇｕｐｔｈｅｅｃonomy,thereisnow
lessdivisioninthebusinesscommunity・CII,ＦＩＣＣI,andASSOCHAMallsupport
gradualopeｎｉｎｇｕｐｏｆｔｈｅｅｃonomy． 
（３）Therehasalsobeenaperceptiblechangeintheattitudeofthebureaucracy 
Thereisageneralfeeling,particularlyinthehigherechelons,thatthelndianstatehas 
overextendeditselfintheeconomy，ｆａｒｂｅｙｏｎｄｔｈｅｌｉｍｉｔｓｏｆｉｔｓａｄｍｉｎｉｓtrative 
capacity 
ThesenewtrendsshowthattheinHuenceoftheindustrialcapitalistsonpolicy 
fblmulationhasbeensubstantiallyenhancedduringtheliberalizationperiodofthe 
l980sandl990s．Ｗｅｃａｎｓａｙｔｈａｔｎｏｔｏｎｌｙｂｅｃａｕｓｅｏｆｔｈechanginginternational 
envlronmentbutalsobecauseofthechanginginternalpoliticaleconomy，liberaliza-
tionistheOnlyoptionfbrlndiatoday・Withtheconsumers,revolution,ｔｈｅｃｙｃｌｅｏｆ
``liberalizationIeadingtoanotherliberalization，,ｈａｓｂｅｅｎｂｕｉｌｔｉｎ・
ＡｎｄｔｈｉｓｉｓｐｒｅｃｉｓｅｌｙｔｈｅｆｎｃｔｔｈａｔｉsleadingJapaneseinvestorstofbcustheir 
attentiononlndiatoday、ThemostimportantandinterestingｔｈｅｍｅfbrJapanese
industrialistsishowtoassessthesizeoftheIndianmiddleclass（seeRao,1993)． 
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Ｄｅｖｅｌｏｐｍｅｎｔ 
Ｉｎｄｉａisthesecondmostpopulatedcountryoftheworld,fbllowingChina・Ｔｈｉｓ
"largesize',initselfcastsdoubtonthepossibilityoflndiaemulatingtheindustrial 
expenencesoftheAsianNIES［Perkins＆Syrquin,1989;Chakravarty,1988]・Not
onlythis・Thepopulationofroughlyonebillionisdividedbyavarietyofhistorically
fbrmedsocialfnctors,suchaslanguage,religion，caste，ａｎｄgender・Becausesocial
mobilityhasbeenｌｏｗ,varioussystemsof“divide-and-1ive-together，,havedeveloped 
inproductionmarketｓａｓｗｅllasinfactormarkets、
Thefbreign-capital-dependent-developmenttriggeredbytheeconomicliberaliza‐ 
tionpolicyhasenlargedtheconsumersmarketsofthemiddleclass・Amongthe
urbanmiddleclasses,dubbedthe“NewRich,,,casteconsciousnessiscertainlyfading 
away，ThedesirefbrconSumerdurablessuchascars,two-wheelers，consumerelec‐ 
tronics,andpersonalcomputersisimmense・Butjustthetop20percentofthepopu‐
lationintermsofnationalincome,ａｔbest,ｃａｎｍｅｅｔｓｕｃｈｄｅｍａｎｄＷｅｃａｎｓａｙｔｈａｔ 
ｅconomicdevelopmentfbllowing“theBrazilianmodel,,，ｗｈｉｃｈｗａｓｏｎｃｅａｔｏｐｉｃｏｆ 
ｄiscussionamonglndianeconomists,isoccurringatafeverishspeedtoday， 
ItwasthroughapaperbyCelsoFurtaｄｏｔｈａｔｔｈｅｔｅｒｍ‘`theBrazilianmodel'’ 
9aineditscivilrightsinacademics（Furtado，1973)．AccordingtoFurtado,the 
Brazilianmodelindicatesaspecialeconomicgrowthpattem，characterizedbythe 
fbllowingmainfnctors:（１）economicgrowthwhichdependsheavilyonthedemand 
fbrconsumerdurablegoodsbytherichclass;（２）asupplyofsuchdurablegoodsby 
theＭＮＣｓ;and（３）Govemmenteconomicpolicywhichmakestheabove-mentioned 
(1)ａｎｄ(2)possibleSincethelatel970s,Indianeconomistshavecriticizedliberali‐ 
zationpolicyoftheIndiangovemmentasfbUowingthisBrazilianmodel（Raj,1976； 
Nayyar,1978;Patnaik,1986)． 
Theprimaryfactorsattractingfbreigncapitaltolndiaarethesizeoftheinternal 
markets,preparationofinfmstructure(especiallypowersupply),supplyofcheapand 
goodlabor,andthesmalllikelihoodoflabordisputes，Theseconditionsarewidely 
differentamongthedifYerentState・Thelndian“refbrmandopenup,,strategyhas
alreadyexpandedtheeconomicdisparitiesamongStates・Wecanalsoexpecttosee
increasingdisparitiesamongsocialclassesinthefUtureConsideringIndia,ｓｅｎor‐ 
mouspopulationbase,itisabigcharmfbrfbreigncapitalthat20percentoftotal 
householdsｂｅｌｏｎｇｔｏ“themiddleclass”whichhasreasonablepurchasmgpower・
Ｅｖｅｎｉｆｗｅｉｇｎｏｒｅｔｈｅｏｔｈｅｒ８０ｐｅｒｃｅｎthouseholdofthetotal，stilllndiahasbig 
markets・Aslongasthepovertyproblemdoesnotbecomeapoliticalissue,ａｎｄｔｈｅ
ｄｅｂｔｃｒｉｓｉｓｄｏｅｓｎｏｔｂｅｃｏｍｅａseriousmatteragain,theIndianGovernmentwillcer‐ 
tainlycontinuetochoosetheBrazilianmodelofeconomicdevelopment． 
３－４１ｎｄｉａａｓａＬａｒｇｅＰｏｏｒＣｏｕｎｔｒｙ 
ＡＩｔｈｏｕｇhlndiacancertainlylearnlessonsfromtheindustrialexperiencesofthe 
EastAsiancountries,therearebigdifYerencesintheinitialconditionsfacedbyEast 
AsiancountriesandIndia・Oneofthefimdamentaldifferencesisthesizeofthe
population・Ｉｔｉｓｔｈｅvastandincreasingpopulationthatcaststhelargestshadowon
thefiltureeconomicdevelopmentoflndia・TheEighthFive-YearPlanl992-97esti-
matesthegrowthrateofpopulationat2.12％perannumduringl981-91andthe 
５５ 
lndia，sNeWEconomicPoIicyandthcJapaneseResponsc 
populationfbr2006-2011ataboutl,ｌ６４ｍｉｌｌｉｏｎＴｈｅｖａｓｔｓｉｚｅｏｆｐopulationwill 
aggravatethefbodshortageaswellasenergyshortage,andpromotefnrtherenviron-
mentaldegradation、
ItishighlyplausiblethatIndia，seconomicdevelopmentwillbehamperedbythe 
populationbottleneck，Chakravartyhasarguedthatthedifficultyfacingthedevelop‐ 
mentoftheSouthAsiancountries,includinglndia,liesinthefactthattheyhaveto 
initiatethreecrucialtransitions:thedemographictransition,theagrariantransition， 
andthetransitiontowardsanindustrialsociety,allatthesametiｍｅ（Chakravarty， 
1988)． 
Notonlythis・TwocriticaldifYbrencesintheinitialconditionsbetweenEast
AsiancountriesandIndiaarelandrefbrmandeducationattamment・Thehigh
growthexperiencesoftheEastAsiancountries，includingJapanandChina，were 
broughtbyliberalizationpoliciesimplementedaftertheyhadmettwopre-conditions， 
namelythefnlfillmentoflandrefbrmandthedevelopmentofhumancapital（espe‐ 
ciallyprimaryeducation)．RegrettablymIndiaeventodaythesetwofimdamental 
pre-conditionshａｖｅｎｏｔｙｅｔｂｅｅｎｍｅｔ・ComparedwiththeotherAsiancountries，
India，sadultliteracyratesarelagging(Table２０)． 
Withregardtopovertyindicators,thereisabigdifferencebetweenlndiaandthe 
EastAsiancountries(Table21lBecauseofthemassivepopulationandtheback‐ 
wardsocialdevelopmentinareassuchaseducation,health,sanitationandsoon,vast 
numbersofthepoorwereleftatthebottomoflndiansociety， 
ItispreciselythisimageoflndiaasalargepoorcountrythattheJapanesegov-
emmentusestoexplaintheimportanceofODAtoIndiatoJapanesepeople・Ａｎｄｉｔ
ｉｓａｌｓｏｔｈｉｓｉｍａｇｅｏｆｌｎｄｉａａｓａlargepoorcountrythatleadsJapanesecapitaltobe 
reluctanttoinvestinlndiaeventoday． 
Table20AdultLiteracyRatesinSelectedAsian 
Countlies（％） 
１９６０ 
”｜茄卯卯師⑱
1992 
lndia 
SouthKorea 
HongKong 
Thailzmｄ 
Ｃｈｉｎａ 
２８ 
７１ 
７０ 
６８ 
，.ａ． 
５０ 
９７ 
１００ 
９４ 
８０ 
Source:Drezc＆sen,〃dね:ＥＣＯ"omjcD2velQpme"、"ｄＳｂｃｉａノ
ｑ２ｐｏ｢rIJ"i軌ｐ､38.
Table21ChangesinSelectedlndicatorsofPoverty 
Percentageofpopulation 
belowthepovertyline 
亜i三F雨
Ｎｕｍｂｅｒｏｆｐｏｏｒ 
（million） ＥｃｏｎｏｍｙｌＹｅａｒ 
lrstyear Change 
－５６ 
－４６ 
－７１ 
－１８ 
－１ 
lndonesia 
Malaysia 
Singapore 
ThaiUand 
lndia 
1172-82 
1973-87 
1972-82 
1962-86 
1972-83 
６７．９ 
４．１ 
０．７ 
１６．７ 
３１１．４ 
３００ 
２２ 
０．２ 
13.6 
315.0 
Source:TheWorIdBank,ＥｍｔＡＦｉｎ〃Ｍ"､c化,ｐ33.
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Lastly,itisneedlesstosaythatculturallyandphysiologically,Japanesearemuch 
morefamiliarwithChinesetraditionsthanthoseoflndiaandthatmostofusthink 
thatIndiabelongstoanotherworld,historicallyrecognizedas“T1gm/IAE皿（theOuter
WorldnearHeaven),，． 
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